Agend ltem 10.e
10/19/2011 Meeting

To: Janette Casillas Date:  October 18, 2011

From: Pete Davidson Subject: 2012 MRMIP Premiums

As you requested, we have reviewed the 2012 Major Risk Medical Insurance Program
(MRMIP) premium rate proposals submitted by the participating health plans. The
comparison of 2011 and 2012 rates is shown in the attached exhibit.

Background

The legislation that governs premium rate development for MRMIP requires that the rates
be set at 125% of the premium that would be offered to a standard insurable individual for a
benefit plan matching the MRMIP benefit design. Historically, participating MRMIP health
plans were directed to apply actuarial adjustments to the Individual benefit plan most
similar to the MRMIP benefit to produce premiums reflective of what would be charged to
an average subscriber in the Individual market for the MRMIP benefit plan. The premium
charged to MRMIP participants is 125% of this amount. However, plan designs comparable
to MRMIP generally do not exist in the Individual market, particularly due to MRMIP's low
benefit limits. Further, plans with relatively low front-end deductibles, such as the plan
offered by MRMIP, often attract a population with adverse risk characteristics. Additional
health care costs due to adverse risk selection may be reflected in the Individual premium
rates for lower deductible plans, which could result in MRMIP rates representing a worse
than average risk mix if those plans are used as the basis for MRMIP rate development.

For the 2012 MRMIP premium development, the process was changed such that MRMIB
would select the base benefit plan and resulting MRMIP rates from at least two options
developed by the health plans. Each plan option was to represent a standard average risk
profile, and plans were asked to demonstrate that the rates for the submitted plans reflected
a standard average insured risk. We reviewed the rate submissions and supporting
documentation prepared by the health plans, and as necessary had discussions with plans
to understand the process and procedures used to select the base plan(s) and to determine
the actuarial adjustments used to convert the Individual base plan premiums to MRMIP

plan premiums.

Summary of 2012 MRMIP Rates

We have confirmed to the extent practical that the 2012 rates offered for this program
reflect the premium changes anticipated by the health plans in 2012 for non-MRMIP
enrollees, reasonable adjustments for benefit differences between their selected base ,
Individual plans and the MRMIP plan, and rate levels charged to standard risk individuals.
Based on Chapter 792 Statutes of 1997 calculations performed by MRMIB staff, all plans
will receive 125% of standard individual premiums in 2012, as was the case in 2011.
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Based on the MRMIP enrollment distribution by age, tier, and region, the average 2012 rate
increase across all plans is approximately 3.3%; the average increase in 2011 was
approximately 10.7%. The average premium rate changes by carrier can be summarized as
follows:

- Anthem Blue Cross’ average rate changes are as follows: -1.2% increase for Single
Subscribers, 4.5% increase for Subscriber+1, and 5.2% increase for Subscriber+2, with a -
composite change of -0.8%. There are significant variations in the level of rate change
by region, coverage tier, and age. The largest rate increase for Single Subscribers occurs
in Region 3 where the composite increase is approximately 0.5%, whereas the largest
average rate decrease of 3.7% occurs in Region 4.

« The Kaiser North rates increase an average of 7.9% for Single Subscribers. Kaiser North
rates do not vary by region. Rate changes are generally consistent across tiers and
within ages 15 to-64. For Single Subscribers aged 15-64, the rate increases 7.7%, while
those aged 65 and over will experience increases of 12.7%.

+ The Kaiser South rates increase an average of 7.7% for Single Subscribers. Kaiser South
- rates do not vary by region. Rate changes are generally consistent across tiers and
within ages 15 to 64. For Single Subscribers aged 15-64, the rate increases 7.5%, while
those aged 65 and over will experience increases of 12.5%.

« Contra Costa Health Plan (CCHP) has a rate increase of 11.0%. The increases are
uniform across age bands and tiers.

Please call me at 415-498-5636 if you have any questions regarding our review.
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Areal

Counties: Alpine, Amador, Butte, Calaveras, Colusa, Del Norte, El Dorado, Glenn, Humbolt,
Inyo, Kings, Lake, Lassen, Mendocino, Modoc, Mono, Monterey, Nevada, Placer, Plumas, San
Benito, Shasta,‘ Sierra, Siskiyou, Sutter, Tehama, Trinity, Tulare, Tuolumne, Yolo, Yuba.

Rating Group

Age Anthem KPNC

Subscriber Only

35-39 $691.00 $449.24

45-49 $774.00 $553.86

55-59 $1,191.00 $732.16

$1,354.51

>74 $1,879.00 $1,517.08

Subscriber & 1 Dependent

$3,208.00

>74 $3,580.00 $2.680.48

Subscriber & 2 or More Dependent

15-29 ; $1,481.00 $1,224.26

$1,481.46




Area 2

Counties: Fresno, Imperial, Kem, Madera, Mariposa, Merced, Napa, ;
Sacramento, San Joaquin, San Luis Obispo, Santa Cruz, Solano, Sonoma, Stanislaus.

Rating Group

Age Anthem KPNC

Subscriber Only

65-69 $1,571.00 $1,354.51

>74 $1,753.00 $1,517.08

Subscriber & 1 Dependent

15-29 $839.00 $747.59

35-39 $1,083.00 $937.91

Subscriber & 2 or More Dependent

45-49 $2,046.00 $1,503.75

55-59 $2,724.00 $1,663.21

>74 $4.024.00 $3,490.98




Area 3

Counties: Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara.

Rating Group Age Anthem CcC KPNC

Subscriber OnIy

55-59 $1,263.00 $762.59 $732.16T

65-69 $1,786.00 $1,292.97 $1,354.51

>74  $1,993.00  $1,292.97  $1,517.08

Subscriber & 1 Dependent

55-59 $2,496.00 $1,487.56 $1,424.89

65-69 $3,402.00 $2,520.04 $2,402.18

>74 $3,797.00 $2,520.04 $2,680.48

Subscriber & 2 or More
Dependent

55-59 $3,096.00 $1,839.03 $1,663.21

65-69 $4,098.00 $2,988.48 $3,121.43

>74 $4,574.00 - $2,988.48 $3,490.98 |




Area 4

Counties: Orange, Santa Barbara, Ventura.

Rating Group ‘ : Age Anthem KPSC

Subscriber Only

>74 $1,688.00 $1,446.86

Subscriber & 1 Dependent
15-29 $808.00 $697.13

35-39 $1,043.00 $875.75

Subscriber & 2 or More Dependent

45-49 $1,970.00 $1,404.66

55-59 $2,623.00 $1,552.08

$2,919.93

>74 $3,875.00 $3,274.44




Area 5

Counties: Los Angeles.

Rating Group Age Anthem KPSC

Subscriber Only

45-49 $779.00 $516.79

55-59  $1,199.00  $683.25

$1,694.00

>74  $1,891.00 $1,446.86 -

Subscriber & 1 Dependent

55-59  $2368.00 $1,330.11

>74 $3,603.00 $2,584.93

Subscriber & 2 or More Dependent

$2,207.00

55-59 $2,937.00 $1,552.08

>74 $4,340.00 $3,274.44




Area 6

Counties: Riverside, San Bernardino, San Diego.

Rating Group

Age Anthem KPSC

Subscriber Only

$405.00  $330.34

$419.66

$638.00

>74 . §$1,733.00

Subscriber & 1 Dependent

15-29 $830.00

3539 §1,071.00

>74 $3,303.00

Subscriber & 2 or More Dependent

15-29  $1,366.00

$3,274.44

>74 $3,978.00
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